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National Association of Cost Accountants 


EDITORIAL DEPARTMENT NOTE 


It is a truism that there are two sides to every question. Here 
is the other side. The distribution or allocation of selling and admini- 
strative expenses has received and is receiving the earnest thought and 
attention of many of our best men—men who, after viewing all phases 
of the question, believe that a very real value results to management 
through the allocation of these classes of costs to product. In all 
cases, the purpose is to secure a measuring stick, a standard by means 
of which the better to judge results achieved, to measure effort and 
resulting product against costs. The author of this publication, while 
fully cognizant of the objects of this analysis, emphasizes its limitations 
and points out the inherent danger of analysing simply for the sake of 

ysis. 

Leon E. Vannais was born and educated in Hartford where he 
was graduated from the high school. After a short time in the employ 
of the New York, New Haven & Hartford Railway he began service with 
Price, Waterhouse & Company. He remained with them_in their 
New York and London offices until he went into the army. Returning 
to Hartford in 1919 he joined with his father in educational work. He 
is now President of The Vannais Institute of Commerce, and Past- 
President of the Hartford Chapter of the NACA; Past-President of 
the Connecticut Society of Certified Public Accountants, and a member 
of the American Institute of Accountants. 

This publication was based on a talk delivered at the March 
meeting of the Buffalo Chapter. 


Di t ik ti A 1 t ti C t 

My subject tonight has been discussed at National Conven- 
tions and the papers and the discussions have been printed in the 
Association’s Year Books. There have also been official publica- 
tions that either wholly or in part have added to our available 
literature. I understand that at a recent meeting of your Chapter 
administration costs were mentioned in connection with the 
announced subject, Distribution Costs. 

For me to come here and ignore the previous thought of our 
Association on this subject would be folly. For me to assume that 
the. work of the National Organization and its Chapters has no 
cumulative value would be to ignore the experience of my own 
Chapter at Hartford. It seems to me best to assume that what 
has been covered is to a certain extent familiar to this group. 
I know there are men here who have neither attended national 
conventions nor read the year books. There are some who do not 
read the official publications. Nevertheless, all of the papers to 
which I will refer are published, are available and can be obtained. 
Much, therefore, that has been covered I will ignore, and some 
that has been published I will quote or condense. Anything that 


748 


q 
. a 
| 
q 
i 
a 
+ 
a 
¥ 
" 
“ 
A 
q 
q 


I may add will be my small contribution not so much to the ques- 
tion of Distributing Administration Costs, but rather to the many 
questions which have arisen in my consideration of the available 
material on this subject; material which I had originally hoped to 
revise, re-arrange, and present as new to you. 

In the preparation of my paper, I wanted a logical starting 
point. Immediately the obvious idea cropped out, “Why, of course, 
define the subject.” When I began to run into difficulties in de- 
fining any one of the three words, distributing, administration, 
and costs, I looked to see what other Association men had offered, 


From the 1924 Year Book, I quote William O. Cutter, a Vice- — 


President of the U. S. Rubber Company and our National 
Treasurer. 

“You have probably observed that the title given to the subject 
for this session reads ‘Selling and Administrative Costs,’ whereas, 
I believe, it is customary to refer to the expenditures falling under 
these headings as expenses, Selling and Administrative Expenses, 
But, after all, this is merely a distinction in terms, because, 
obviously all the expenses of a business are costs, and the im- 
portance of the matter lies in their proper segregation so that they 
may be studied and measured against the effort which created them 
and against the results created by them.” 

At the same convention, but at a different session, under the 
general session subjects, “Debatable Points in Cost Accounting 
Theory,” the specific question of interest to us tonight was “Should 
Administrative Expense be charged against Manufacturing Costs?” 

“The debatable point is whether every expense should be 
assigned either to manufacturing cost or to selling cost, or what, 
if any, items should be deliberately grouped as ‘administrative’ and 
charged directly against gross profits (rather than included in cost 
of goods sold or selling expense.) 

“The only items which everybody must admit are adminis- 
trative, as distinct from the cost of manufacturing or selling, are 
directors’ fees, expenses in the secretary’s office in a large corpora- 
tion keeping corporate records and stockholders’ records, and 
operations in the treasurer’s department to pay dividends. One 
school of thought insists that every other conceivable outlay con- 
nected with the business can be and should be charged against 
manufacturing or selling. In a small business, or a so-called 
private corporation (with a minimum number of stockholders), 
the adoption of this view means for all practical purposes that 
administrative expenses do not appear as such in the Profit and 
Loss Statement.” 

Contrast this attitude with that expressed in one of the Official 
Publications (Jan. 2, 1925),in Mr. Higginbotham’s paper originally 
presented at the Annual Conference of the British Institute of Cost 
and Works Accountants in 1924— 

“Our present concern is with administration and organization 
in the economic sense—as applied to industry and its operations. 
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. . . “We may now state that function, therefore, as comprising, 
under the heading of ‘Administration.’ 

“1. The maintenance, substitution, or modification of the pro- 
ductive plan. 

“2. The maintenance and replacement of installation and equip- 
ment, and the continued supply of materials of manufacture and 
operation. 

“3. The maintenance of the human organism itself, and the 
service, control, and direction of its actions in accordance with the 
general purpose, as originally conceived or as modified or 
substituted. 

“Such I conceive to be the function of administration in in- 
dustry: essentially personal, and inherently one of co-operation 
and service. . ..” 

In the same Official Publication a second paper appears. It is 
by Andrew Stewart, and was also originally presented at the same 
British Institute Conference. Mr. Stewart says: 

“TI think that the expression ‘Administrative Cost’ evokes in 
the mind of each of us a very similar conception, and any varia- 
tions can only be such as will have little effect on the problem. It 
conveys to us, I think, the cost of the service of administering the 
business as a whole, and accordingly must cover both the produc- 
tion of the article and the distribution thereof, and the truest reflex 
of the position is not obtained by regarding administration as a 
function apart from producing or selling, but rather that it may 
be, and generally is, most intimately connected with both functions, 
and should be so apportioned, although any allocation should be 
made in such a way that the identity is not obscured.” 

The few examples chosen will well indicate why I feel no desire 
to add another definition to the many that exist. Analysis of the 
other publications does not tend to clear up the question. A perusal 
of the heated discussions that have occurred at the various con- 
ventions emphasizes the lack of any stable basis from which 
thought on this phase of our work develops. But this implies no 
criticism of the men to whom I referred or whose articles I have 
quoted ; these men are authorities whom all must respect. 

Since accepting your invitation to speak, I have quizzed every 
executive and professional accountant that I have met regarding 
this question. Practical expedients I find; practical methods that 
apply under specific circumstances are common; intelligent applica- 
tion under varying conditions are met; but a general philosophy 
that stands firm by its own principles, an underlying theory that 
governs to some extent the modifications demanded by expediency— 
these I have not found. There is plenty of valuable practical 
material on statistical and accounting analysis which has been ably 
presented by others. I am, therefore, going to attack this question 
from a different point of view than I originally planned. 

Much has been said about the wonderful possibilities of ac- 
counting, its field, its scope, its value to industry. Much will be 
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said in the future, for the need for intelligent accounts will, in the 
opinion of many increase for years to come. If, therefore, I take 
this opportunity to emphasize the limitation of accounts, surely 
you will not assume that I deprecate their value. The fact that I 
look forward to a life work in accounting education should prove 
that I am sincere in my belief that accountants do have a vital place 
in industry and that I would naturally prefer to talk about the 
} aga gg field, the limitless opportunity, the boundless scope of 
e wor 


Many will continue to emphasize this side of the work; so will 
I. But I do honestly feel that a little more attention should be paid 
to the limits of our work, to the boundaries which do exist. [f, 
therefore, I go back to fundamentals which are not mentioned 
enough, if I lay the pressure on how little accountants can do 
rather than how much, it is because this particular subject fur- 
nishes striking illustrations of the many important factors in the 
profitable conduct of a business that are not and, in my opinion, 
will never be specifically shown in accounting records. 

Let me start this general part of my talk by a quotation from 
a paper by G. O. May on “Taxable Income and Accounting Bases 
for Determining it.” The paper was read before the American 
Institute of Accountants and published in the October, 1925, 
Journal of Accountancy. Mr. May, the senior partner of Price, 
Waterhouse & Company, is regarded by many as one of the fore- 
most accounting authorities in the country. 

“Gain in commercial business is, however, usually not a sepa- 
rate item but a difference between items on opposite sides of the 
account. On the one side are the proceeds of sale, on the other, 
the costs involved in producing the sales. Frequently also the gain 
is the result of a series of transactions or a gradual process ex- 
tending over two or more distinct tax periods. If a taxpayer buys 
raw materials in one year, manufactures finished goods therefrom 
in another, sells those goods in a third and collects the proceeds in 
a fourth year, the ultimate gain is obviously not attributable 
wholly to any one of these four years nor is there any way of 
allocating portions of the gain to the operations of the several 
— which can be said to be the scientific and only proper way. 

one such series of transactions the main factor contributing to 
the gain may be cheapness of buying, in another low cost of manu- 
facture, in another advantageous selling and so on. Further, the 
transactions of a taxpayer are frequently su interrelated that we 
cannot ascertain the profits of any given series separately. Com- 
mercial profit is in fact, as an eminent English judge puts it, 
necessarily a matter of estimate and opinion. 

“In the determination of income for commercial purposes, the 
best practice is to be governed by considerations of conservatism. 
Profits are not taken except when and to the extent that they are 
received or at least reasonably assured. Losses that are foreseen 
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are provided for even though not actually sustained or measured. 


“It should be said at once that congress has shown no disposi- 
tion either to tax income not received or to deny losses actually 
sustained. Indeed, in at least one important instance it has de- 
liberately allowed the anticipation of potential losses. The provi- 
sion in the 1918 act that inventories shall be taken on the basis 
conforming to the best trade practice was enacted with the knowl- 
edge that one of the best trade practices was to value inventories 
at cost where cost was less than market, and at market where that 
was less than cost, thus anticipating a loss wherever market might 
be below cost. This recognition of one of the best established of 
those trade practices which find their justification not in logic or 
scientific considerations, but in conservatism and practical wisdom 
is very significant. In 1921 also the law was amended to permit 
deduction of a reasonable reserve for bad debts instead of only 
those ascertained to be worthless, thus recognizing another well 
established trade practice.” 

I want to emphasize several parts of this quotation as they 
seem to indicate clearly the true scope of intelligent accounting. 

“Profits are not taken except when and to the extent that they 
are received or at least reasonably assured.” 

This is a generally accepted fundamental principle. It is one 
of the fundamental bases upon which all commercial and industrial 
accounts are built. The facts that profits should not be anticipated 
dictates for one thing that we value our assets at cost. Valuation 
of assets at cost means that we keep track of the money that has 
been received from investors and creditors, and the undistributed 
profits that have been realized, and by proper accounts show how 
that money is spread in our various assets. Elementary principles, 
you say. Surely, it is! But it is one of the confining limitations 
in accounting work. Acceptance of this principle means that we 
are recording investment in dollars, either paid in or earned and 
undistributed. 

As another illustration, take the two terms, present investment 
and present worth. Determination of present worth is, as I view 
it, never the object of the accounts of a going concern under 
ordinary circumstances. Present investment in dollars means that 
a piece of land bought ten years ago, unused and unimproved re- 
mains on the records at its cost in dollars; dollars that do not 
have the same basic value today that they did then. And, more 
important, the location of the property, relatively viewed, may be 
vastly different than at the date of purchase. Present investment 
and present worth are very different, if worth means value. A 
simple illustration! True, but very tangible as an illustration of 
the definite limitations that we place on our accounting records 
when we accept the basic principle that profits should not be 
anticipated. 

A rather common intangible asset is goodwill. Under our 
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principle of recording investment, we set up goodwill when we buy 
it. At that price it remains. Profits from the time acquired may 
disclose a greater or less value, but good accounting theory dictates 
that the amount of the investment remain unchanged. Much more 
goodwill is built up than is bought, yet goodwill that is not acquired 
by purchase remains unrecorded as such. Valuable goodwill built 
up by a successful business shows up in the net profits to the 
satisfaction of all concerned and nowhere else. These simple 
illustrations do indicate that much business information of value 
never gets specifically recorded in accounts. 

Further development of this thought has always interested me, 
but I will merely add this one comment. Expediency may cause 
well advised modification of the sound principle of limiting our 
accounts to the recording of present investment. Witness the 
recording of appreciation of assets to the March 1, 1913 value for 
income tax purposes. Yet in New England at least a large portion 
of the appreciation so recorded corrected previous excessive de- 
preciation written off before the government had a financial 
interest in profits. 

There is one other generally accepted accounting principle that 
is ably praised in Mr. May’s paper. “Losses that are foreseen are 
provided for even though not actually sustained or measured.” 
This principle is so generally accepted and followed that comment 
is unnecessary. 

“Present investment with possible losses provided for”—does 
this not furnish the boundaries within which accounts should be 
confined? Within these boundaries, the determination of com- 
mercial profit (again I quote) is in fact “necessarily a matter of 
estimate and opinion.” 

My reason for giving such prominence herein to the develop- 
ment of this simple basis is because in my attendance at cost con- 
ventions, cost conferences, cost meetings and in my reading of 
official publications, I find practically no cost accounting ideas 
advanced which cannot be tested by this simple principle. 

The carrying of inventories at standard costs in periods of 
low production, for example, is entirely consistent with it. Pro- 
vision for depreciation on the basis of replacement values, and the 
inclusion of interest as an element of cost violate the principle. 
These questions, however, are outside the scope of our present 
discussion. 

I have indicated broadly, and perhaps too briefly, the many 
tangible things about any business that accounts as we know them 
cannot show. I have mentioned in my brief discussion so far, 
important information regarding the value of a company’s assets 
that is purposely ignored in the accounts. In the accounting records 
we purposely confine ourselves to keeping track of what money has 
been received and from whom, and for what purposes money has 
been spent. Surely this is information of a very limited nature. 
And despite the definite limitations of this point of view, despite 
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the fact that we are dealing with the most definite information in 
business, the extent of actual expenditures, the final result of our 
accounts is still necessarily a matter of estimate and opinion. 

In reviewing Mr. May’s valuable paper, it is obvious that the 
principal difficulty is not one of establishing the final figure of 
profit. The difficulty is in allocating the profit to the particular 
period to which it properly applies. The difficulty is that business, 
capably managed by executives whose salaries fall under adminis- 
trative costs, keeps on going continuously. The incessant cycle of 
transaction keeps moving. It is this constant business progress 
that makes allocation of profit to specific periods difficult. The 
time element by itself makes our accounts a matter of estimate 
and opinion, and this is one of the factors that has caused much of 
the discussion regarding distributing administration costs. There 
is at least one other factor which I want to mention later. But 
let us take up this time factor first, for it has received considerable 
attention in connection with this subject. 

Some accountants look at our usual profit and loss statement 
and criticise it in the following terms: 

“Well, look at the meaningless thing. First you get net sales 
for the month. It says nothing about when the orders were obtained, 
but nevertheless these are the sales for the month. Deducted there- 
from is the cost of manufacturing the goods sold. Fair enough! 
We have the standard cost computed, the variations due to opera- 
tions shown separately in the manufacturing section, and the loss 
due to idle capacity thrown down below according to scientific 
analysis. We cost men surely have done a fine job on that item. 
We have allocated manufacturing cost against sales in good shape, 
but look at the rest of this poor affair. 

“Here are selling expenses for the period. Nothing to do with 
these sales. Look at these administrative expenses. No relation at 
all to these particular sales. Financial income and expense! Often 
relatively unimportant but certainly not applicable to these sales. 
Why, this is terrible! Here is the next big field for cost men. Let 
us allocate selling and administrative costs to the sales to which 
they apply. Then we will be charging these off when they should 
be charged.” 

Another accountant looks at the abused statement and uses 
one of George Arliss’ best lines in The Green Goddess, “Ridiculous, 
isn’t it?” As if administration were something apart from pro- 
duction and distribution! Apply the administration expenses to 
production and to distribution. But usually he does not state to 
what production or when it will be sold. Here enters the other 
important factor that is especially peculiar to administration and 
to a lesser extent to selling expenses. 

In manufacturing, practically all effort is spent on the pro- 
duction of a specific output. The accounting problem is one of 
determining how to allocate the total manufacturing costs to the 
actual production. This is scientifically practical because, first, 
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the bulk of the total cost does truly apply to what has been pro- 
duced and, second, each operating time unit is practically uniform 
in value with each other similar operating time unit. 

In manufacturing costs “what you spend your money for” and 
“why you spend it” are usually synonymous. 

In selling expenses this is not so true. An explanation of 
“what you spend your money for” may not answer “why you spend 
it.” You may pay straight commissions on sales. Commissions 
account will tell you what you spend your money for; it does not 
explain fully why you spend it. I have never heard of a straight 
commission proposition that meant salesmen’s contact with buyers 
alone. Contact with former customers is maintained, prospective 
customers are developed. Work for the company by salesmen is 
demanded which does not show up at all in this month’s sales and 
this month’s commissions. Selling effort is spent and paid for that 
does not produce current sales and may never produce future sales, 
so the selling problem differs from the manufacturing problem. 
Some selling effort produces current sales, some sales effort will 
assist in producing future sales, some sales effort is permanently 
unproductive. Furthermore, sales effort does not as readily lend 
itself to analysis as productive operations. The same amount of 
sales effort that closes one large order may be necessary to obtain 
an order one-tenth as large. The same sales effort may just miss 
out in competition and no order, large or small, result. All of this 
effort is paid for, all of it is essential. 

Mr. Crockett in his splendid talk at your International Con- 
ference brought out clearly that the important point in sales 
budgeting and distribution is the determination of how much you 
can pay to salesmen. It makes little difference how you pay them. 
The method of payment, the basis of compensation, these are im- 
portant details, but the big thing is the net profit either in total 
or by lines to the company on the sales produced. 

Among administration costs are found the most glaring exam- 
ples of difficulty in allocation to specific periods or sales. In 
executive salaries you have the item which tells most easily what 
money is spent for but it is the item for which it is most difficult 
to tell why the money is spent. The discussions at conventions 
have been eloquent and humorous. Executives’ trips to Europe 
have been laughed at and envied. Executives with smoothly func- 
tioning organizations have been likened to well-oiled machines. 
The executive has been pictured as too proud to make time studies 
of his daily stint. 

Let me cite another practical example, also from Mr. 
Crockett’s contribution to your recent conference. He told of work 
done by the New York Telephone Company in making a real study 
of their expansion program. The detail involved, the executive 
thought demanded can be appreciated to some extent when you 
realize that a five-year program involving 10,000 new telephone 
units per week was adopted—a program which has been followed 
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according to schedule for the past two years. I wondered as he 
spoke whether or not the heavy administration cost had been set 
up by the company to be allocated to the business obtained from 
the increased facilities. Yet the definiteness of this program would 
lend itself admirably to the arithmetical gymnastics necessary to 
solve that problem. 

One of the men whom I quoted earlier said, “Such I conceive 
to be the function of administration in industry; essentially per- 
sonal, and inherently one of co-operation and service.” Co- 
operation such as the General Electric Company gets from its 
organization may be an extreme example, extreme in that it reaches 
way down the functional chart to its direct labor. According to a 
news item, the General Electric paid over $30,000 for ideas from 
its employees, paying a maximum of $500 each and accepting 26% 
of the suggestions offered. Would this money be distributed to the 
productive departments benefited? Perhaps. The significant thing 
to me, however, is the large percentage of ideas accepted. And yet 
executive attention was given to the 74% which were not used. 

In fact, is it not true that this illustrates rather forcefully one 
of the intangible reasons why executives are highly paid? Is their 
salary merely for the things regarding production and distribution 
which they decide to do? Is not their greatest value to a successful 
concern in the deciding of what not to do, in rejecting unwise 
plans, in insisting that good ideas be well worked out before adop- 
tion? Is it not reasonable to suppose that executives are highly 
paid in order to prevent loss, that this ability is at least equal to 
their ability to create profit? 

Here is an executive paid $30,000 a year because his signature 
on a check is good for a credit line of a million dollars. Here is an 
executive who draws nearly double that because he can pick de- 
partment heads, turn them loose with authority and keep them 
inspired, producing adequate profits in their departments. Here 
is another executive, loved by his fellows, a real friend to every 
man in his plant and on the road—no poser, not soft, but sympa- 
thetic and impartial and his concern makes real money. A similar 
plant in the same. district just as well equipped physically, not 
handicapped by labor shortage barely gets by each year. Is this 
what Emerson meant when he said, “An institution is the 
lengthened shadow of a man?” 

- Here is an accounting executive, especially skilled by experi- 
ence in cost work. He draws $25,000 per annum. For the past 
three years, a large part of his time has been spent in filing refund 
claims for excessive taxes paid before he joined the company. 
Refunds already received will pay this executive’s salary until he 
is over 60. Is the company pleased? Yes and no. Yes, for 
obvious reasons. No, because the executive’s time is taken from 
work which the company wants done, work that looks to the future 
rather than digs up the past. “What journal entry will express in 
figures the production or sales to which each year’s $25,000 applies?” 
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I asked him. He grinned and said, “Well, the refunds get credited 
to Surplus; why not charge the salary there?” I grinned, too, and 
remarked, “You’re too good a tax man, for one thing.” 

Production and distribution—the only functions of a business! 
A business organization is an entity. It must produce and it must 
distribute. It surely must, if it would survive. But good produc- 
tion, intelligent distribution, good accounts, intelligent manage- 
ment, all combine to bring about results that no accounts can record 
specifically. The results are shown, unmistakably shown, in the 
net profits. What else tells the whole story of a well established 
concern? Where else can you find expressed the value of gradually 
built goodwill? Where do you find expressed in figures a reputa- 
tion for dependability of promises, promptness in filling orders, 
stability of product? Is it not true that a high-class purchasing 
agent can win friends for a concern, get deliveries of raw materials 
when the supply is scarce, make possible satisfied customers? This 
does not mean that part of the purchasing department expense 
should be applied to sales. It does mean that your accounts cannot 
possibly tell the whole story of your business. It does mean that 
you can go ahead and allocate administration expenses to lines of 
product. It means that you can make all the statistical analysis 
that you care to. It is all fine; it is all useful. But be modest in 
your attitude toward the extent of your statistical facts. Remem- 
ber that the sales and particularly the administrative costs do differ 
in their nature from productive costs. 

Remember that the reason that standards can be used in manu- 
facturing costs is because in some industries you have standardized 
operations where a standard operating effort should produce a 
specific productive result. This makes it possible for management 
to focus its attention on the variances from established standards. 

Sales effort may become truly standardized in the future. I 
am not prophet enough to say that it will not. But so long as 
reputation is cumulative, so long as past effort influences present 
sales, so long as the same salesman can produce in one hour ten 
times as much as he produces in some other hour, so long as some 
intelligent sales effort remains costly and unproductive, just so long 
will the problem of distributing selling costs vary in its nature 
from the problem of determining manufacturing costs. 

Administrative effort, in my opinion, will remain even more 
illusive. The hours each week that some executives spend in sign- 
ing checks will never be comparable on a time or value basis with 
the five minutes of creative vision that will influence production 
methods, sales effort, or form of organization. What difference 
does it make when such work is done? In bed, wide-eyed; on the 
seventh green, linx-eyed; at the nineteenth hole, pop-eyed—who 
knows, who cares? Men who are thinking and planning know no 
time clock limitations to their thought. 

Analysis of expenditures will never specifically allocate the 
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value of each dollar of administration cost. It will never record 
the value of pit-falls avoided. It will never record the value of 
an inspired organization where work is earnest, where loyalty 
is earned, where pride in product makes itself felt by every 
customer. These things are not disclosed by the mere statement 
that executives’ salaries have dropped from 16% to 11.9% of cost 
of goods sold. 

I have purposely refrained from defining “Administiation.” 
It matters not how you define it, the functions that I have outlined 
are present in varying degrees in every organization. I have pur- 
posely refrained from giving specific illustrations of how these 
costs have been distributed. Many capable men are getting in- 
formation of value. It is my hope that the discussion to follow 
will emphasize this phase of the work. 

One question that is sure to come up I will comment on. Some- 
one is sure to make the intelligent comment that you can only get 
these costs back through sales. I would add that you must as a 
general rule get them back through current sales. No company, 
no matter how amply financed, could indefinitely continue to make 
expenditures in excess of receipts no matter how much future 
business was in sight. Making current sales carry current expen- 
ditures is sound finance; making current effort far-sighted enough 
to produce future sales is sound business judgment. Making each 
product or each line of product carry a proportion of all current 
expenditures is sound policy. 

Analyzing expenditures, however, and distributing them with 
the idea of saying that this line cost so much to sell, this line cost 
so much to administer, this line took 18% of our exécutive effort, 
and that 28% of our executive’s time was spent on 1928 production 
plans—this type of information, valuable though it may prove to 
be, paints a very incomplete picture of why sales are made, why 
administration is effective, why net profits are earned. 

My plea is that you do not get wrapped up in your white 
paper and red lines; that you realize the limits of your job; that 
you keep your accounts in their limits. You can tell accurately 
what you spend money for and when you spend it. You can tell 
why you spend some of it and when you benefit from it. There 
are, however, many expenditures, the value of which cannot be 
expressed in figures, the benefit cannot be measured in days, or 
months or sometimes years. Every executive knows that this is so, 
every accountant should bear it in mind. . 

A few weeks ago I was speaking to a man who has had a very 
extensive experience with foremen. In the course of our talk he 
exclaimed, “Foremen don’t think straight, they do things with their 
hands, they think in circles. When you get a foreman who can 
think straight, you make him a superintendent.” 

Are accountants prone to think in figures? Do facts and data 
get to be their mental objective? When you find an accountant 
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who sees industry as conceived, conducted, controlled by men, 
“essentially personal, and inherently one of co-operation and 
service,” you can make of him an executive whose salary as 
part of administration cost will continue to worry the statistical 
accountant who wants to allocate it to specific production or sales. 
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